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AN ACT concerning viatical settlenents.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Viatical Settlenents Act is anended by
changing Sections 5, 10, 15, 20, 35, 40, 45, and 50 and

addi ng Sections 47 and 49 as foll ows:

(215 1 LCS 158/5)
Sec. 5. Definitions. As used in this Act, the follow ng
definitions apply:

"Advertising" means any witten, electronic, or printed

communi cation or any comunication by neans of recorded

t el ephone messages or transmtted on radio, television, the

Internet, or simlar communications nedia, including film

strips, notion pictures and videos, published, disseni nated,

circul ated, or pl aced before the public, directly or

indirectly, for the purpose of creating an interest in or

i nduci ng a person to purchase or sell a life insurance policy

or an interest in a |life insurance policy pursuant to a

vi ati cal settlenent contract or a vi ati cal settl enent

pur chase agreenent.

"Business of wviatical settlenents" neans an activity

involved in, but not limted to, the offering, solicitation,

neqgoti ati on, pr ocur enent, ef fectuati on, pur chasi ng,

investing, financing, nonitoring, tracking, underwiting,

selling, transferring, assigning, pledging, hypothecating or

in any other manner, of wviatical settlenent contracts or

pur chase agreenents.

"Chronically ill" neans:

(1) being unable to performat least 2 activities

of daily living (i.e., eating, toileting, transferring,

bat hi nq, dressing, or continence);
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(2) requiring substantial supervision to protect

the individual fromthreats to health and safety due to

severe cognitive inpairnent: or

(3) having a level of disability simlar to that

descri bed in paragraph (1) as deternm ned by the Secretary

of Health and Human Servi ces;

"Director” neans the Director of |nsurance.

"Financing entity" neans an underwiter, placenent agent,

| ender, purchaser of securities, purchaser of a policy or

certificate from a viatical settl enent provider, credit

enhancer, or any entity that has a direct ownership in a

policy or certificate that is the subject of a viatical

settl enent contract, but:

(A) whose principal activity related to the

transacti on i s providing funds to effect the

viatical settlenent or purchase of one or nore

viaticated policies; and

(B) who has an agreenent in witing with one

or nore licensed viatical settlenent providers to

fi nance the acquisition of viatical settl enent

contracts.

Financing entity does not include a non-accredi ted

i nvestor or viatical settlenent purchaser.

"Fraudul ent viatical settlenent act" includes any of the

(1) Acts or onissions conmmitted by any person who,

knowingly or wth intent to defraud, for the purpose of

depriving another of property or for pecuniary gain,

commts, or permts its enployees or its agents to engage

in acts including:

(A presenting, causing to be presented, or

preparing with knowl edge or belief that it wll be

presented to or by a viatical settlenent provider

vi ati cal settlenent broker, viatical settl enent
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purchaser, viatical settlenent investnent agent,

financing entity, i nsurer, i nsurance producer, or
any other person false nmaterial information or
concealing nmateri al i nformati on, as part of, in

support of, or concerning a fact naterial to one or

nore of the foll ow ng:

(i) an application for the issuance of a

vi ati cal settl enent contract or insurance

policy;

(ii) the wunderwiting of a vi ati cal

settl enent contract or insurance policy;

(iii) a claim for paynment or benefit

pursuant to a viatical settlenent contract or

i nsurance policy;

(iv) prenmuns paid on an insurance policy

or as a result of a wviatical settl enent

pur chase agreenent;

(v) paynents and changes in ownership or

beneficiary made in accordance with the terns

of a wviatical settlenent contract, viatical

settl enent purchase agreenent, oOr insurance

policy;

(vi) the reinstatenent or conversion of

an i nsurance policy;

(vii) the solicitation, of fer,

effectuation, or sale of a viatical settlenent

contract, i nNsur ance poli cy, or vi ati cal

settl enent purchase agreenent;

(viii) the issuance of witten evidence

of wviatical settl enent contract, vi ati cal

settl enent purchase agreenent, Or insurance; or

(ix) a financing transaction; or

(B) enploying any device, schene, or artifice

to defraud related to viaticated policies.
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(2) In the furtherance of a fraud or to prevent the

detection of a fraud any person commts or permts its

enpl oyees or its agents to;

(A renpve, conceal , alter, destroy, or

sequester fromthe Director the assets or records of

a licensee or other person engaged in the business

of viatical settlenents;

(B)  m srepresent or conceal the financial

condition of a licensee, financing entity, insurer,

or ot her person;

(© transact t he busi ness of vi ati cal

settlenents in violation of |aws requiring a

license, certificate of authority or other | egal

authority, for the transaction of the business of

viatical settlenents; or

(D file wth the Director or the chief

i nNsur ance requl atory of ficial of anot her

jurisdiction a docunent containing false information

or otherwi se conceal information about a materi al

fact fromthe D rector.

(3) Enbezzl enent, theft, m sappropri ation, or

conversion of nmoneys, funds, premuns, credits, or other

property of a viatical settlenent provider, insurer,

i nsured, viator, i nsurance policyowner, or any other

person engaged in the business of viatical settlenments or

i nNsur ance.

(4) Recklessly entering i nto, br okeri nq, or

otherwise dealing in a viatical settlenment contract, the

subject of which is a |life insurance policy that was

obt ai ned by presenting false infornmation concerning any

fact materi al to the policy or by concealing, for the

pur pose of nisleading another, informati on concerni ng any

fact material to the policy, when the viator or the

viator's agent intended to defraud the policy's issuer.
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"Reckl essl y" nmeans engaging in the conduct in conscious

and clearly wunjustifiable disregard of a substanti al

likelihood of the existence of the relevant facts or

risks, such disregard involving a gross deviation from

accept abl e standards of conduct.

(5) Attenpting to commit, assi sting, aiding or

abetting in the comm ssion of, or conspiracy to commit

the acts or onissions specified in this definition.

"Per son" means any nat ur al or artificial entity
including, but not limted to, individuals, partnerships,
associ ations, trusts, or corporations.

"Terminally ill" nmeans having an illness or sickness that

can reasonably be expected to result in death in 24 nonths or

"Viatical settl enment agent" means an individual,
partnership, corporation, or other entity who t hr ough
appoi ntnent by at |east one viatical settlenent provider and
for a fee, commssion, or other valuable consideration,
of fers or adverti ses t he availability of vi ati cal
settlenents, i ntroduces viators to viatical settlenent
providers, or offers or attenpts to negotiate viatical

settlenments between a viator and one or nore viatical

settlenment providers. "Viatical settlenent agent"” does not
include an attorney licensed to practice law, a public
accountant as defined in the Illinois Public Accounting Act,
or a person licensed under the Debt Managenent Service Act

retained to represent the viator whose conpensation 1S not
paid by the viatical settlenent provider.

"Vi ati cal settlenent broker" neans a person that on

behalf of a viator and for a fee, commission, or other

val uabl e consideration offers or attenpts to negotiate

viatical settlenent contracts between a viator and one or

nor e viatical settlenent providers. Notw thstanding the

manner in which t he vi ati cal settl enent br oker i s
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conpensated, a viatical settlenent broker is deened to

represent only the viator and owes a fiduciary duty to the

viator to act according to the viator's instructions and in

the best interest of the viator. The term does not include an

attorney, certified public accountant, or a financial planner

accredited by a nationally recogni zed accreditati on agency

who is retained to represent t he Vi at or and whose

conpensation is not paid directly or indirectly by the

viatical settlenent provider or purchaser.

"Viatical settlenent contract” neans a witten agreenent

establishing the terns under which conpensation or anything

of value will be paid, which compensation or value is |ess

than the expected death benefit of the insurance policy or

certificate, in return for the viator's assignnent, transfer,

sal e, devise, or bequest of the death benefit or ownership of

any portion of the insurance policy or certificate of

i nsurance. A viatical settlenent contract also includes a

contract for a loan or other financing transaction with a

viator secured prinmarily by an individual or qgroup life

i nsurance policy, other than a loan by a life insurance

conpany pursuant to the terns of the life insurance contract,

or a |l oan secured by the cash value of a policy. A viatical

settlenent contract includes an agreenent with a viator to

transfer ownership or change the beneficiary designation at a

| ater date regardl ess of the date that conpensation is paid

to the viator. entered- -t nto-between-a-viatitcal-settlenent

pr ovi der - and- a- per son- who- oewns- a- i fe-t nsur ance- pol t ey- or - who
OWNS- OF - | S- eover ed- under - a- group- pol tey; -t Asuri ng-the-tife- of
a- person- who- has-a-catastrophite-or-tife--threatentng--tt!lness
of - - condi tt on- - - The- agr eenent - shal | - est abl t sh-t he-t er ns- under
whi eh-the-viatical -settl enent - provider-wtt!l - pay--conpensatt on
of - - anyt hi ng- - of - - val ue; - - wht eh- conpensat + on- or - val ue-t s- } ess
t han-t he- expect ed- deat h- benefi t- of -t he- -t nsur anece- - pol t ey- - of

certifieate;--tn--return--for--the--polieyowner:s-asst gnnent;
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transfer;-sal e;-devise;-of - bequest - of -t he- - deat h- - benefi t- - or
owner shi p--of - -the--i nsuranee--poliey--or--certiftecate-to-the
viatiecal -settl epent - provi der -

"Viatical settlenent provider" neans a person, other than

a viator, that enters into or effectuates a vi ati cal

settlenent contract. Viatical settlenent provider does not

i ncl ude:

(1) a bank, savings bank, savi ngs and | oan

association, «credit union, or other [licensed |ending

institution that takes an assignnent of a life insurance

policy as collateral for a | oan;

(2) the issuer of a life insurance policy providing

accelerated benefits wunder the Illinois | nsurance Code

and pursuant to the contract;

(3) an authorized or eligible insurer that provides

stop | oss coverage to a viatical settlenent provider,

purchaser, financing entity, special purpose entity, or

rel ated provider trust;

(4 a natural person who enters into or effectuates

no nore than one agreenent in a calendar vear for the

transfer of life insurance policies for any val ue | ess

t han the expected death benefit;

(5) a financing entity;

(6) a special purpose entity;

(7) arelated provider trust;

(8) a viatical settlenent purchaser: or

(9) an accredited i nvest or or qualified

institutional buyer as defined respectively in Regul ation

D, Rule 501 or Rule 144A of the Federal Securities Act of

1933, as anended, and who purchasers a viaticated policy

froma viatical settlenent provider.

“Viatteal---settlenent--provider®--naeans--an--tndividual;
part nership;-corporation;-or-other-entity-that-enters-+tnto-an

agr eenent - w t h- a- per son- who- ewns-a- i fe-t nsurance- poltey; - - or
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whe- - owns- - o - - t 5- - cover ed- under - a- gr oup- pol t ey; -+t Asur t ng-t he
life-of - a- person-who- has- a- eat astrophie-or--tife--threatening
ttl ness--or--conditton;-under-the-terns-of-whieh-the-viatieal
sett | enent - pr ovi der - pays- eonpensat t on- of - anyt hi ng- - of - - val ue;
whi eh- - conpensatt on- - or - val ue- i s- | ess-t han- t he- expect ed- deat h
beneftt-of-the-itnsurance-poliey-or-certifiecate;-tn-return-for
t he- pol it eyowner-s- - asst gnrent ;- -transfer;--sal e; - - devi se; - - of
bequest - - of - - t he- - deat h- beneft t - or - owner shi p- of - t he- t nsur ance
poliey-or-certiftecate-to-the--viattecal--settlenent--provider-
“Viatteal -settlenent-provider--does- not -t nel ude:
{1)--a--tieensed- -t nsur anee- - conpany; - - bank; - savi ngs
bank; - - savt ngs- - and- - } ean- - assect att on; - - - eredi t - - - unt ON;
conver et al - - f+ nance- - conpany- - of - - ot her - - I t eensed- | endt ng
tAstttutt on; - -t Avest nent - - conpany- - ¥ egt st er ed- - under - -t he
} avest aent - Conpany- Act - of - 1940; - - penst on- - pl an- - qual t ft ed
under - - Seet t on- - 401(a) - - of - - t he- - | nt er nal - Revenue- Code- of
1986; - of - t r ust - f undt ng- sueh- a- penst on- pl an-t hat - t akes- - an
asstgnrent--of-a-life-i nsurance- poliey-only-as-collateralt
for-a-|oan:
(2)--sophisticated-tnvest ors- peett ng- -t he--standards
of - -subseett on--H of - Seetton-4-of -the-t1 i nots-Seeurities
Law of - 1953- whe-t nvest-in-or -l end-to-a-licensed--viatteal
settl enent - - provi der--or--ot her- - persons--whoe--se- -t avest
pursuant -t o- a- regi stered-seeurtty-offert ng: - or
(3)--the-issuer-of-a-life-tnsurance- poltey- providing
aceel erat ed- benefits-under-the-tt}inots-1nsurance- Code:-

"Viatical settlenent purchaser” neans a person who qgives

a sum of npney as consideration for alife insurance policy

or an interest in the death benefits of a life insurance

policy, or a person who owns or acquires or is entitled to a

benefi ci al i nt er est in a trust that owns a viatical

settlenent contract or is the beneficiary of a life insurance

policy that has been or will be the subject of a viatical

settlenent contract, for the purpose of deriving an econonic
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benefit.

"Viaticated policy” neans a life insurance policy held by
a viatical settlenent provider, directly or indirectly,
through a viatical settlenment contract.

"Viator" neans a person who owns a life insurance policy,
or who owns or is covered under a group policy, and tnsuring
the--life-of-a-person-wth-a-catastrophie-or-tife-threatening
ttlness-or-conditton who enters into an agreenent under which
the viatical settlenment provider wll pay conpensation or
anything of value, which conpensation or value is |less than
the expected death benefit of the insurance policy or
certificate, in return for the viator's assignnent, transfer,
sal e, devise, or bequest of the death benefit or ownership of
the insurance policy or certificate to t he vi ati cal

settl enment provider.

(Source: P.A 89-484, eff. 6-21-96; 90-545, eff. 1-1-98.)

(215 I LCS 158/10)

Sec. 10. License requirenents.

(a) No individual, partnership, corporation, or other
entity may operate aet as a viatical settlenment provider
w thout first having obtained a |icense fromthe D rector.

(b) Application for a wviatical settlenent provider
license shall be made to the Director by the applicant on a
form prescribed by the Director. The application shall be
acconpani ed by a fee of $1,500, which shall be deposited into
t he I nsurance Producer Adm nistration Fund.

(c) Viatical settlenment providers' |icenses nmay be
renewed from year to year on the anniversary date upon (1)
subm ssion of renewal forns prescribed by the D rector and
(2) paynent of the annual renewal fee of $750, which shall be
deposited into the |Insurance Producer Adm nistration Fund.
Failure to pay the fee within the terns prescribed by the

Director shall result in the expiration of the |icense.
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(d) Applicants for a viatical settlenment provider's
license shall provide such information as the Director may
require. The Director shall have authority, at any tine, to
require the applicant to fully disclose the identity of al
st ockhol der s, partners, of ficers, and enpl oyees. The
Director may, in the exercise of discretion, refuse to issue
a i cense in the name of any firm partnership, or
corporation if not satisfied that an officer, enployee,
stockhol der, or partner thereof who may materially influence
the applicant's conduct neets the standards of this Act.

(e) Awviatical settlenent provider's license issued to a
partnership, corporation, or other entity authorizes al
menbers, officers, and designated enployees to act as
viatical settlenent providers under the |icense. Al those
persons nust be named in the application and any suppl enents
t hereto.

(f) Upon the filing of an application for a viatical
settlenment provider's |license and the paynment of the |icense
fee, the Director shall nmake an investigation of t he
applicant and may issue a license if the Director finds that
t he applicant:

(1) has provided a detailed plan of operation;

(2) is conpetent and trustworthy and intends to act
in good faith in the capacity authorized by the |Ilicense
applied for;

(3) has a good business reputation and has had
experience, training, or education so as to be qualified
in the business for which the license is applied for; and

(4) if a corporation, is a corporation incorporated
under the laws of this State or a foreign corporation
authorized to transact business in this State.

(g0 The Drector my not 1issue a i cense to a
nonresident applicant, unless a witten designation of an

agent for service of process is filed and maintained with the
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Director or the applicant has filed with the D rector the
applicant's witten irrevocable consent that any action
agai nst the applicant may be comenced agai nst the applicant
by service of process on the Director.

(h) A viatical settl enment provi der nmust assume
responsibility for all actions of its appointed viatical
settl enment agents associated with a viatical settlenent.

(i) A viatical settlenment provider, viatical settlenent

broker, or viatical settlenent investnment agent shall provide

to the Director new or revised information about officers,

10% or nore stockholders, partners, directors, nenbers, or

desi gnated enpl oyees within 30 days of a change in any of

(Source: P.A 89-484, eff. 6-21-96.)

(215 I LCS 158/ 15)

Sec. 15. License revocation.

(a) The Director has the right to suspend, revoke, or
refuse to renew the license of any viatical settlenent
provider if the Director finds that:

(1) there was any m srepresentation in the
application for the |license;

(2) the holder of the license has been guilty of
fraudul ent or dishonest practices, is subject to a final
adm nistrative action, or is otherwwse shown to be
untrustworthy or inconpetent to act as a viatical
settl enment provider;

(3) the | i censee denonstrates a pattern of
unreasonable or wuntinely paynents to policyowners or
t heir desi gnees;

(4) (Blank); the--}ieensee-has-been-conviected-of-a
f el ony- or - any- nt sdeneaneor - of -whi eh-eri it nal -fraud--ts--an
el enent: - or

(5) the licensee has violated any of the provision
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of this Act;-

(6) the licensee no longer neets the requirenents

for initial licensure;

(7) the licensee or any officer, partner, nenber,

or key managenment personnel has violated any provision of

(8) the licensee or any officer, partner, nenber,

or key managenment personnel has been found quilty of, or

has pleaded quilty or nolo contendere to, any felony, or

to a msdeneanor involving fraud or noral turpitude,

regardl ess of whether a judgnent of conviction has been

entered by the court; or

(9) the viatical settlenent provider has failed to

honor contractual obligations set out in a viatical

settlenent contract or a viatical settlenent purchase

(b) Before the Director denies a license application or
suspends, revokes, or refuses to renew the license of a
viatical settlenent provider, the Director shall conduct a
heari ng in accordance with the 1Illinois Admnistrative
Procedure Act.

(Source: P.A 89-484, eff. 6-21-96.)

(215 1LCS 158/ 20)
Sec. 20. Approval of viatical settlenents contracts. A

person shall not use a viatical settlenent contract or

provide to a viator a disclosure statenent formin this State

unl ess filed with and approved by the Director. The Director

shall disapprove a viatical settlenent contract formor

di scl osure statenent formif, in the Director's opinion, the

contract or provisions contained therein are unreasonabl e,

contrary to the interests of the public, or otherw se

msleading or unfair to the viator. At the Director's

discretion, the Director may require the subm ssion of
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advertising material. Neo-viatteal-settlenent- provider-ay-use

a-viatieal-settlenent-contract-in-this-State--unless--tt--has
been--filed--wth--and--approved-by-the-bBrrector---A-viatieal
settlenent-contract-formfited-wth--the--Brrector--shall--be
deened- approved-tf-tt-has-net-been-di sapproved-w t hi n- 60- days
of--the--fitling----The--birector--shall-disappreve-a-viatteal
settlenent-contract-formif;-itn-the-birector-s--optnton;--the
cont ract - - of - - pr ovi st oAs- - cont at ned- t her et - ar e- unr easonabl e;
contrary;-to--the--tnterests--of--the--publie;--orf--otherw se
mt st eadi ng- or-unfair-to-t he- pol i eyowner -

(Source: P.A 89-484, eff. 6-21-96.)

(215 I LCS 158/ 35)
Sec. 35. Di scl osure.

(a) Wth each application for a viatical settlenent, a

viatical settlenent provider or viatical settl enent broker

shal | provide the viator with at Jleast the follow ng

di sclosures no later than the tinme the application for the

vi ati cal settlenent contract is signed by all parties. The

di scl osures shall be provided in a separate docunment that is

signed by the viator and the viatical settlenent provider or

viatical settlenent broker, and shall provide the follow ng

i nf ormati on: Pritor---to--the--tiae--a--viatieal--settlepent

apptieatton-is-taken-or-the--tirne--an--offer--is--nade--by--a
viatteal--settlenent--provider--to--a--person--considertng--a
viatteal ---settlenent;--whiechever--is--ltater;--the--foll ow ng
t nf or mat t on-shal | - be- - provi ded- - by--the--viatieal --settlenent
provi der-or-tts-agent:

(1) the affiliation, if any, between the viatical
settl enment provider and the issuer of an insurance policy
to be viaticated,

(2) if an insurance policy to be viaticated has
been issued as a joint policy or involves famly riders

or any coverage of a life other than that insured under
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the policy to be viaticated, the viator nust be inforned
of the possible | oss of coverage on such other |lives and
advised to consult with his or her insurance producer or
t he conpany issuing the policy for advice on the proposed
vi ati cation.

(b) A viatical settlenent provider shall disclose all of

the followng information to the viator no later than the

the viatical settlenment contract is signed by al

parties:

(1) Possible alternatives to viatical settlenent
contracts for persons W th catastrophic or life
threatening illnesses including, but not I|imted to,

accel erated benefits offered by the issuer of the life
i nsurance policy.

(2) The fact that sonme or all of the proceeds of
t he vi ati cal settl enment may be taxable and that
assi stance shoul d be sought froma personal tax advisor.

(3) The fact that the viatical settlenment could be
subject to the clains of creditors.

(4) The fact that receipt of a viatical settlenent
may adversely effect the recipients' eligibility for
Medi cai d or other governnent benefits or entitlenents and
that advice should be obtained from the appropriate
agenci es.

(5 The policyowner's right to rescind a viatical
settlenment contract wthin 30 days of the date it is
executed by all parties or wwthin 15 days of the receipt
of the wviatical settlenent proceeds by the viator,
whi chever is less, as provided in subsection (c) of

Section 45. If the insured dies during the rescission

period, the settlenent contract shall be deened to have

been rescinded, subject to repaynment of all wviatical

settlenent proceeds and any premuns, |oans, and | oan

interest to the vi ati cal settl enent pr ovi der or
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(6) The date by which the funds will be avail able
to the viator and the source of the funds.

(7) A description of any policy benefits other than
death benefits and non-forfeiture values in the policy to
be viaticated that nmay be of value, such as additional
purchase benefits, waiver of prem um benefits, accidental
death benefits, or conversion features. The viatical
settl enment provider shall also disclose its interest in
such benefits and any options available to the viator for
addi tional conpensation or contractual reservation to the
viator of policy options or other rights.

(c) A wviatical settlenent agent shall disclose all of
the followng information to the viator no later than the

date the wviatical settlenent contract is signed by al

parties:
(1) The identity of the viatical settlenent agent.
(2) The identity of t he vi ati cal settl enment
provi der.
(3) The nature of the relationship between the
viatical settlenent agent and vi ati cal settl enment
provi der.

(d) Funds shall be sent to the viator within 3 busi ness

days after the viatical settlenment provider has received the

i nsur er or gr oup adm ni strator's acknow edgnent that

ownership of the policy or interest in the certificate has

been transferred and the beneficiary has been desi gnat ed.

(e) Disclosure to a viator shall include distribution of

a brochure describing the process of viatical settlenents.

The Nati onal Associ ation of | nsurance Conm ssioners' formfor

the brochure shall be used unless one is developed by the

(f) The disclosure docunent shall contain the foll owi ng

| anquage: "All nedical, financial, or personal i nformati on
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solicited or obtained by a viatical settlenent provider or

viatical settlenent broker about an insured, including the

insured's identity or the identity of fanmly menbers, a

spouse, or a significant other may be di scl osed as necessary

to effect the viatical settlenent between the viator and the

viatical settlenent provider. If you are asked to provide

this information, vyou wll be asked to consent to the

di scl osure. The infornation nmay be provided to soneone who

buys the policy or provides funds for the purchase. You nay

be asked to renew your pernission to share informati on every

(g) The insured may be contacted by either the viatical

settl enent pr ovi der or br oker or its aut hori zed

representative for the purpose of deternmining the insured's

health status. This contact is limted to once every 3 nonths

if the insured has a |life expectancy of nore than one vyear,

and no nobre than once per nonth if the insured has alife

expectancy of one year or |ess.

(h) A wviatical settlenent provider shall provide the

viator with at least the follow ng disclosures no |ater than

the date the viatical settlenent contract is signed by al

parties. The disclosures shall be conspi cuously displayed in

the viatical settlenent contract or in a separate docunent

signed by the viator and the viatical settlenent provider or

viatical settlenent broker and shall provide all of the

foll owing i nfornmation:

(1) The affiliation, if any, between the viatical

settlenent provider and the issuer of the insurance

policy to be viaticated.

(2) The nane, address, and tel ephone nunber of the

viatical settlenent provider.

(3) A disclosure to a prospective viator of the

anount and met hod of cal cul ati ng t he br oker's

conpensation. The term "conpensation" includes anything
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of value paid or given to a viatical settlenent broker

for the placenent of a policy.

(4) A disclosure that, if an insurance policy to be

viaticated has been issued as a joint policy or involves

famly riders or any coverage of alife other than the

insured under the policy to be viaticated, infornms the

viator of the possible loss of coverage on the other

lives under the policy and shall be advised to consult

with his or her insurance producer or the insurer iSsuing

the policy for advice on t he pr oposed vi ati cal

settl enent.

(5) A disclosure that states the dollar anpunt of

the current death benefit payable to the vi ati cal

settlenent provider under the policy or certificate. If

known, the viatical settlenent provider shall al so

disclose the availability of any additional guaranteed

i nsurance benefits, the dollar anpunt of any accidental

death and disnmenbernent benefits under the policy or

certificate, and the viatical settl enent provi der's

interest in those benefits.

(6) A disclosure of the nane, business address, and

t el ephone nunber of the independent third party escrow

agent, and the fact that the viator or owner may inspect

or receive copies of the relevant escrow or trust

agreenents or docunents.

(i) If t he viatical settlenent provider transfers

owner shi p or changes the beneficiary of the insurance policy,

the viatical settlenent provider shall communi cate the change

in ownership or beneficiary to the insured within 20 days

after the change.

(1) A wviatical settlenment provider shall provide the

viatical settlenent purchaser with at Jleast the follow ng

di scl osures prior to the date the viatical settlenent

pur chase agreenent is signed by all parties. The disclosures
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shal | be conspicuously displayed in any viatical purchase

contract or in a separate docunent signed by the viatical

settlenent purchaser and viatical settlenent provider or

viatical settlenent investnent agent, and shall neke all of

t he fol | owi ng di scl osur es to the viatical settl enent

(1) The purchaser will receive no returns, such as

di vidends and interest, until the insured dies.

(2) The actual annual rate of return on a viatical

settlenent contract is dependent upon an accurate

projection of the insured's life expectancy, and the

actual date of t he i nsured's deat h. An annual

"quaranteed" rate of return is not deterni nable.

(3) The viaticated life insurance contract should

not be considered a liguid purchase since it i s

i npossible to predict the exact timng of its maturity

and the funds probably are not available until the death

of the insured. There is no established secondary narket

for resale of these products by the purchaser.

(4) The purchaser nay lose all benefits or my

receive substantially reduced benefits if the insurer

goes out of business during the term of the viatical

i nvest nent .

(5) The purchaser is responsible for paynent of the

i nsurance premum or other costs related to the policy,

if required by the terns of the viatical pur chase

agreenent. These paynents nmy reduce the purchaser's

r et urn. | f a party other than the purchaser is

responsi ble for the paynent, the name and address of that

party al so shall be discl osed.

(6) The purchaser is responsible for paynent of the

i nsurance prenm uns or other costs related to the policy

if the insured returns to health and the anpbunt of those

premiuns, if applicable.
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(7) The nane and address of any person providing

escrow services and the relationship to the broker.

(8) The anmpunt of any trust fees or other expenses

to be charged to the viatical settlenent purchaser shal

be di scl osed.

(9) A di sclosure of whether the purchaser is

entitled to a refund of all or part of his or her

i nvest nent under the settlenent contract if the policy is

|later determined to be null and voi d.

(10) A disclosure that group policies nay contain

limtations or caps in the <conversion rights, that

addi tional premuns nay have to be paid if the policy is

converted, that discloses nane the party responsible for

the paynent of the additional premiuns and, if a qgroup

policy is termnated and replaced by another qgroup

policy, that there nmay be no right to convert the

origi nal cover age.

(11) A disclosure of the risks associated wth

policy contestability including, but not linmted to, the

risk that the purchaser will have no claim or only a

parti al claim to death benefits should the insurer

rescind the policy within the contestability period.

(12) A disclosure of whether the purchaser will be

the owner of the policy in addition to being the

beneficiary, and if the purchaser is the beneficiary only

and not also the owner, the special risks associated with

that status, including, but not linmted to, the risk that

the beneficiary nay be changed or the prem um may not be

paid.

(13) A description of t he experience and
gualifications of the person who determnes the life
expect ancy of t he insured, i.e., in-house staff,

i ndependent physicians, and specialty firnse that weigh

medi cal and actuari al data; the information this
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projection is based on; and the relationship of the

projection mnmeker to the viatical settlenent provider, if

any.

Di scl osure to an i nvestor shall include distribution of a

brochure describing the process of investnent in viatical

settl enents. The Nat i onal Associ ati on of | nsur ance

Conmi ssioners' formfor the brochure shall be used unl ess one

is devel oped by the Director.

(k) A viatical settlenent provider shall provide the

viatical settlenent purchaser with at |least the foll ow ng

di sclosures no later than at the tine of the assignnment,

transfer, or sale of all or a portion of an insurance policy.

The disclosures shall be contained in a docunent signed by

the viatical settlenent purchaser and viatical settl enent

provider or viatical settlenent investnent agent, and shall

make all of the following disclosures to the wviatical

settl| enent purchaser:

(1) A disclosure of all the life expect ancy

certifications obtained by the provider in the process of

deternmning the price paid to the viator.

(2) A statenment of whether premium paynents or

other costs related to the policy have been escrowed. | f

escrowed, a statenent of the date upon which the escrowed

funds wll be depleted and whether the purchaser will be

responsi ble for payment of premuns thereafter and, if

so, the anpunt of the pren uns.

(3) A statenent of whether premum paynents or

other costs related to the policy have been waived. | f

waived, a disclosure of whether the investor will be

responsi ble for paynent of the premuns if the insurer

t hat wote the policy termnates the waiver after

pur chase and the amount of those prem uns.

(4 A disclosure of the type of policy offered or

sold, i.e., whole life, termlife, universal life, or a
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group policy certificate, any addi ti onal benefits

contained in the policy, and the current status of the

policy.

(5) If the policy is terminsurance, a disclosure

of the special risks associated with terminsurance

i ncludi ng, but not limted to, t he pur chaser's

responsibility for additional premiuns if the viator

continues the termpolicy at the end of the current term

(6) A statenent of whet her t he policy i s

cont est abl e.

(7) A statenment of whether the insurer that wote

the policy has any additional ri ghts t hat coul d

negatively affect or extinguish the purchaser's rights

under the viatical settlenent contract, what these rights

are, and under what conditions t hese ri ghts ar e

acti vat ed.

(8 A statenent of the nane and address of the

person responsible for nonitoring the insured's condition

and a description of how often the npnitoring of the

insured's condition is done, howthe date of death is

deterni ned, and how and when this information wl|l be

transnmitted to the purchaser.

(1) The vi ati cal settlenent purchase agreenent is

voi dabl e by the purchaser at any tine within 3 days after the

di scl osures mandated by subsections (j) and (k) of this

Section are received by the purchaser.

(m €d) The Director nmay pronulgate a rule to assure
adequate disclosure is given to all potential viators.

(Source: P.A 89-484, eff. 6-21-96.)

(215 ILCS 158/ 40)
Sec. 40. Assignnent or resale of viaticated policies. A
viatical settlenent provider may not sell, assign, transfer,

or pledge a viaticated policy except to another |icensed
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viatical settlenent provider or a person not required to be
licensed under Section 10. An insurance conpany licensed in
this State shall not accept the assignment of a life

insurance policy insuring an 1llinois resident from a

viatical settlenent provider not licensed in this State and
shall imediately notify the Director of any such attenpted
transacti on.

(Source: P.A 89-484, eff. 6-21-96.)

(215 1 LCS 158/ 45)
Sec. 45. General rul es.

(a) A _ wviatical settlenent provider entering into a

viatical settlenent contract shall first obtain:

(1) if the viator is the insured, a witten

statenent froma licensed attending physician that the

viator 1is of sound m nd and under no constraint or undue

influence to enter into a viatical settlenent contract;

(2) a docunment in which the insured consents to the

rel ease of his or her nedical records to a viatica

settlenent provider, viatical settlenent broker, and the

i nsurance conpany that issued the life insurance policy

covering the life of the insured; A-viatieal-settlenent

provider-entertng-itnto--a--viatiecal--settlepent--contract
wth--a--person--wth--a-catastrophie-or-tife-threatening
ttl ness-or-conditton-shalt-first-obtatn:

(1)--a-witten-statenent-froma--licensed--attending
physt et an- -t hat - - t he- person-t s- of - sound- it nd- and- under - no
eonst r at nt - or - undue- i nf l uence; - and

(3) €2y a witnessed docunent in which the person
consents to t he vi ati cal settl enment contract,
acknowl edges the catastrophic or life t hr eat eni ng
illness, represents that he or she has a full and
conpl ete understanding of t he vi ati cal settl enment

contract, that he or she has a full and conplete
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understanding of the benefits of the life insurance
policy, releases his or her nedical records, and
acknow edges that he or she has entered into the viatical
settlenment contract freely and voluntarily; and-

(4) by Al medi cal i nformation solicited or
obtained by a |icensee shall be subject to the applicable
provision of State law relating to confidentiality of
medi cal i nformation.

(b) Wthin 20 days after a viator executes docunents

necessary to transfer any rights under an insurance policy or

within 20 days after entering any agreenent, option, prom se,

or any other form of understandi ng, expressed or inplied, to

viaticate the policy, the viatical settlenent provider shal

give witten notice to the insurer that issued that insurance

policy that the policy has or wll becone a viaticated

policy. The notice shall be acconpani ed by the docunents

required by item (3) of subsection (a).

(c) The viatical provider shall deliver a copy of the

medi cal rel ease required under item (2) of subsection (a), a

copy of the viator's application for the viatical settl enent

contract, and a request for verification of coverage to the

insurer that issued the life policy that is the subject of

the viatical transaction.

(d) The i nsur er shal | respond to a request for

verification of coverage submtted on an approved form by a

viatical settlenent provider wthin 30 cal endar days after

the date the request is received and shall indicate whether,

based on the nedical evidence and docunents provided, the

insurer intends to pursue an investigation at this tine

regarding the validity of the insurance contract.

(e) If aviatical settlenent broker perforns any of the

activities required of the viatical settlenent provider, the

provider is deened to have fulfilled the requirenents of this

Secti on.
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(f) The purchaser shall have the right to rescind a

vi ati cal settlenent contract wthin 3 days after t he

di scl osures mandat ed under subsections (j) and (k) of Section

35 are received by the purchaser.

(g) Contacts wth the insured for the purpose of

deternmining the health status of the insured by the viatical

settlenent provider or viatical settlenent broker after the

viatical settlenent has occurred shall only be mde by a

vi ati cal settlenent provider or viatical settlenent broker

licensed in this State or its authorized representatives and

shal | be limted to once every 3 nonths for insureds with a

life expectancy of nore than one yvear and to no nore than

once per nonth for insureds with alife expectancy of one

vear or less. The viatical settlenent provider or viatical

settlenent broker shall explain the procedure for these

contacts at the tine the viatical settlenent contract is

entered into. The limtations set forth in this subsection

shall not apply to any contacts with an insured for reasons

other than determining the insured' s health status. Viatica

settlenent providers and viatical settlenent brokers shall be

responsi bl e f or t he actions of their aut hori zed

representatives.

(h) €e} Al wviatical settlenent contracts entered into
in this State shall provide the viator wwth an unconditi onal
right to rescind the contract for at |east 30 days fromthe
date the contract is executed or 15 days fromthe receipt of
the viatical settlenent proceeds, whichever is less. If the
insured dies during such rescission periods, the contract
shall be deened to have been rescinded subject, however, to
repaynent to the viatical settlenent provider of any viatical
settl enment paynents.

(i) The viatical settlenent provider shall instruct the

viator to send the executed docunents required to effect the

change i n ownershi p, assi gnnent, or change in beneficiary
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directly to the independent escrow agent. Wthin 3 business

days after the date the escrow agent receives the docunent

(or from the date the viatical settlenment provider receives

the documents, if the viator erroneously provides t he

docunents directly to the provider), the provider shall pay

or transfer the proceeds of the viatical settlenent into an

escr ow or trust account mai nt ai ned in a state or

federally-chartered financial institution whose deposits are

insured by the Federal Deposit |Insurance Corporation (FD O

Upon paynent of the settlenent proceeds into the escrow

account, the escrow agent shall deliver the original change

in ownership, assi gnnent, or beneficiary forns to t he

vi ati cal settl enent provider or related provider trust. Upon

the escrow agent's receipt of the acknow edgnent of the

properly conpleted transfer of ownership, assignment, or

desi gnation of beneficiary fromthe insurance conpany, the

escrow agent shall pay the settlenent proceeds to the viator.

(j]) Failure to tender consideration to the viator for

the viatical settlenent contract within the tine disclosed

pursuant to item (6) of subsection (a) of Section 35 renders

the viatical settlenent contract voidable by the viator for

| ack of consideration until the time consideration is

tendered to and accepted by the viator.

(d)--trredtately--upon--recetpt--from--the---viator---of
doecunents-to-effect-the-transter-of-the-tnsuranece-poliey;-the
viatteal -settlenent- provider-shall-pay-the-entire-proeceeds- of
the--settlenent-into-an-esecrovw or-trust-acecount - ranaged- by- an
escrow agent-or-trustee-in-a--state--or--federally--chartered
ftnancial-tnstitution-that-is-a-menber- of -t he- Federal - Reserve
Syst em - pendt ng- - acknowt edgrent - of -t he-transf er - by-t he- i ssuer
of -t he- poltey---The-trust ee- or - eser ow agent - shal | - be- requi f ed
to-transfer-the- proceeds- due-to-the-viator--tnanedt ately--upon
F ecet pt - of - acknowt edgrent - of -t he-transfer-fromthe-t nsurer-

fe)--Fatlure--to--tender--the--viatteal-settlenent-by-the
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dat e- di sel osed-to-the-viator-renders-the-contract-a-nullity:

(k) €f) A viatical settlement agent may not receive a
fee, conmm ssion, or other valuable consideration for his or
her services involving unl i censed vi ati cal settl enment
providers with respect to (1) viatical settlenments or (2) the
assi gnnent or resale of viaticated policies.

(1) ¢€g9 A viatical settlenment provider nmay not pay a
person not appointed as an agent by that provider any fee,
comm ssion, or other valuable consideration for his or her
services with respect to (1) viatical settlenents or (2) the
assignment or resale of viaticated policies.

(m €h)y A wviatical settlenent provider or viatical
settlement agent shall not pay or offer to pay any referral
or finder's fee, commssion, or other conpensation to
viator's physician, attorney, or accountant.

(n) €)Y A viatical settlement agent may not receive any
conpensation froma prospective viator or a viator.

(o) €y If the wviator rescinds the viatical settlenent

contract, the viatical settlenment provider shall notify the
i ssuer of the insurance policy of the recision. The
notification shall be nade by the viatical settl enment

provider to the issuer of the insurance policy within 20 days
from the date the viatical settlenent provider receives the
reci sion request fromthe viator

(Source: P.A 89-484, eff. 6-21-96.)

(215 |1 LCS 158/ 47 new)

Sec. 47. Prohi bited practices.

(a) It is aviolation of this Act for any person to

enter into a viatical settlenent contract within a 2-year

peri od conmencing with the date of issuance of the insurance

policy or certificate unless the viator certifies to the

vi ati cal settlenent provider that one or npre of t he

foll owi ng conditi ons have been net within the 2-year period:
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(1) The policy was issued upon the wviator's

exerci se of conversion rights arising out of a group or

i ndi vidual policy, provided the total of the tine covered

under the conversion policy plus the tine covered under

the prior policy is at least 24 nonths. The time covered

under a group policy shall be cal cul ated w thout regard

to any change in insurance carriers, provided t he

coverage has been continuous and under the same qgroup

sponsor shi p.

(2) The viator is a charitable organi zation exenpt

fromtaxation under 26 U.S.C. Sec. 501 (c)(3).

(3) The viator is not a natural person.

(4 The viator submts independent evidence to the

viatical settlenent provider that one or nore of the

followng conditions have been net wthin the 2-year

(A the viator or insured is termnally or

chronically ill

(B) the viator's spouse dies;

(C) the viator divorces his or her spouse;

(D) the vi at or retires from full-tinme

enpl oynent ;

(E) the viator becones physically or nentally

di sabl ed and a physician deternines that the

disability prevents the viator from maintaining

full-tinme enpl oynment;

(F) the viator was the insured's enployer at

the tine the policy or certificate was issued and

the enployment relationship term nated; or

(G afinal order, judgnent, or decree is

entered by a court of conpetent jurisdiction, on the

application of a creditor of t he vi at or

adjudicating the viator bankrupt or insolvent, or

approving a petition seeking reorgani zation of the
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Vi at or or appointing a receiver, trustee, or

liquidator to all or a substantial part of the

viator's assets.

(b) Copies of the i ndependent evidence described in item

(4) of subsection (a) and documents required by subsection

(a) of Section 35 shall be subnitted to the insurer when the

viatical settlenent provider subnmts a request to the insurer

for verification of coverage. The copies shall be acconpani ed

by a letter of attestation from the viatical settlenent

provider that the copies are true and correct copies of the

docunents received by the viatical settlenent provider

(c) If the viatical settlenent provider subnits to the

insurer a copy of the owner or insured's certification

described in subsection (k) of Section 35 when the provider

subnmts a request to the insurer to effect the transfer of

t he policy or certificate to the viatical settl enent

provider, the copy shall be deened to conclusively establish

t hat t he vi ati cal settl enent contract satisfies the

requirenents of this Section and the insurer shall tinely

respond to the request.

(215 ILCS 158/ 49 new)

Sec. 49. Unfair trade practices. A violation of this Act

shall be considered an unfair trade practice under Article I X

of the |Illinois Insurance Code subject to the penalties

contained in that Code.

(215 I LCS 158/50)

Sec. 50. Authority to pronul gate standards. The Director
shal | have the authority to do all the follow ng:

(1) Issue rules inplenenting this Act.

(2) Establish standards for eval uating reasonabl eness of

paynments under viatical settlenment contracts for persons who

are termnally or chronically ill. This authority includes,
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but is not limted to, regulation of discount rates used to
det erm ne the anmpbunt paid in exchange for assignnment,
transfer, sale, devise, or bequest of a benefit under a life
i nsurance policy.

(3) Establish i censing requirenents and fees for
viatical settlenent providers and viatical settlenent agents.

(4) Establish standards for solicitation and disclosure
including, but not I|imted to, regulation of disclosure
requi renments and adverti sing.

(5) Establish standards for examnation of viatical
settlenment providers and viatical settlenent agents.

(6) Require a bond or other nechanism for financial

accountability for viatical settlenent providers.

(7) Adopt rul es gover ni ng t he relationship and

responsibilities of both insurers and viatical settlenent

providers (and viatical settlenent investnent agents) during

the viatication of a life insurance policy or certificate.

(Source: P.A 89-484, eff. 6-21-96.)
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